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Pace Student
Vol. IX

New York, March, 1924

No. 4

The Banker and the Accountant
By A. E. Van Doren, Vice-president, The Irving Bank-Columbia Trust Company,
New York City
We are privileged to reproduce below a paper presented by Mr. Van Doren at
a special meeting of the New York State Society of Certified Public Account
ants, held at Columbia University, September 25, 1923. The paper appeared
in the December 14th issue of the News Bulletin of the above society.—[EDITOR.]

HEN I think of accountants, I naturally
think of figures, and that old adage “Figures
do not lie,” except, as one has put it, with
respect to a woman’s age or a man’s, between fortythree and sixty.
This made me feel that I should be careful to be
very precise, so I have prepared a paper on the
subject.
To get down to cases, what I really want to talk
to you about is closer cooperation and better
understanding between the accountant and the
banker and what the banker feels the accountant
can do to bring this about.
Not only should the accountant and the banker
benefit through cooperation and better understand
ing, but their clients, in whom they have a mutual
interest, should benefit materially. In fact, it is
exceedingly important to all three that there be a
mutual understanding of the problems and needs
of each other, with a real desire to assist in working
them out, so that each may secure the greatest
benefit from the intimate relationship that natur
ally exists between them.
Closer cooperation and better understanding are
important to the client because, if his business is
to be successful in a large way, it is essential that
adequate records, properly supervised, be main
tained, so that the operations of his business and
the results thereof may be readily determined and
fully understood, and this can be accomplished
under the guidance of competent accountants
better than in any other way.
It is of equal importance that the client establish
proper credit relations with his bankers, not only
for the amount of credit he may obtain, but for
the advice he may receive. These relations should
be of a most intimate character. The value of
them, however, will depend upon the client’s will
ingness and ability to confide in his bankers the
most complete and confidential details of his busi
ness, for without such information, confidence is
not complete, credit is restricted, and intelligent
advice cannot be given.
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Much can be done by the accountant in impress
ing upon his clients the willingness of the banker
to assist in working out their problems; the ad
vantage to be gained from a policy of frankness
with a free and full disclosure of their real situation.
The danger of resorting to practices of a deceptive
nature, which rarely succeed in attaining their
objective, or, if they do, do not maintain it more
than temporarily, should be pointed out.
While it is unfortunate that such practices are
sometimes in evidence, I believe it is largely the
result of misunderstanding and ignorance. The
misguided man is often more dangerous than the
one who deliberately tries to deceive.
Closer cooperation and better understanding
between the banker and accountant are important
to the accountant in that he has a professional, as
well as a practical, interest in having the character
of his professional work thoroughly formulated
and standardized. The accountant, also, is inter
ested in seeing that his client obtains the greatest
possible benefits from the results of the systems
installed by him and the facts regarding the
business operations and financial condition which
may be obtained therefrom. These benefits cannot
be obtained in full measure without the cooperation
of the client, the banker, and the accountant.
There is, also, the more selfish consideration of
increased practice. The banker recommends your
service now, but, how much more strongly he
could recommend it had he the full confidence in
your service that would been gendered by better
understanding and closer cooperation.
This closeness Of cooperation and better under
standing are important to the banker as it is his
duty to aid his clients in maintaining and strength
ening their financial condition by pointing out the
weak spot in their organization, and to advise them
along constructive lines in order that better results
may be obtained. To do this, it is necessary that
all the facts be presented, and this presentation
rests with the accountant.
It is also important to the banker, who is con-
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stantly passing upon credits based in part upon
statements, because of the tendency to create an
increased degree of confidence in both the account
ant and the client, which should greatly facilitate
the extension of credit to the latter.
It is clear that much may be done by the account
ant, on one hand, in urging the client to seek the
banker’s advice and to present his financial condi
tion to his banker in fullest detail, and by the
banker, on the other hand, in encouraging his
clients to keep better and more complete records
of their business and to have them properly super
vised by competent accountants.
There are two ways in which the accountants
can aid in bringing about closer cooperation and
better understanding between themselves and the
banker.
First, by a better control of the methods em
ployed in compiling statements and verifying the
assets and liabilities. Second, by standardizing
the manner of presentation of the accountant’s
findings and the form of accountant’s certificate.
Judging from the reports prepared by account
ants which come to the banker’s attention, there is
a decided lack of uniformity employed in the
preparation of statements and the verification of
the assets and liabilities.
This has resulted in frequent departures by some
accountants from recognized accounting standards
and has resulted in reports which, to say the least,
have been found to be evasive in important de
tails. A few of the instances to which I refer may
be classified as follows:
(1) Allowing the client’s books to be kept open
for a period after the date of the statement and
treating the collections received during the interval
as cash or offsetting them against liabilities;
crediting accounts receivable with the amount
collected.
(2) The inclusion among the current assets of
accounts and notes receivable due from officers
and affiliated and subsidiary companies, often
times without separating them from the amounts
due from trade debtors.
(3) The practice of taking a past balance sheet
and readjusting it to show the theoretical result
of the sale of a proposed security issue, without
making it clear how such results were reached.
(4) The omission of contingent liabilities from
the statement.
Some years ago, the American Institute of
Accountants, at the request of the Federal Trade
Commission, took the first step toward the stand
ardization of balance sheet audits, and, to insure
greater care in compiling and verifying statements,
prepared a memorandum on balance sheet audits.
This memorandum was approved by the council
of the Institute, representing accountants in all
sections of the country, and, after approval by
the Federal Trade Commission, was submitted
to the Federal Reserve Board. The Federal
Reserve Board, after careful consideration, gave
the memorandum a provisional or tentative en
dorsement and submitted it to banks, bankers and
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banking associations throughout the country for
their consideration.
More recently, the Robert Morris Associates,
a national organization of credit men, appointed a
“Committee on Cooperation with Accountants.”
The memorandum, also, has the full support and
approval of this committee. The importance of
following some such standardized methods in the
preparation of statements is clearly shown by the
result of the action of this committee in bringing
to the attention of a special committee of the
American Institute of Accountants on cooperation
with the Robert Morris Associates, a number of
instances wherein bankers have received certified
balance sheets for credit purposes which were
clearly open to criticism.
After review, this committee of the accountants
expressed the opinion that, if the provisions of the
memorandum had been followed by the account
ants, in the majority of cases referred to by the
Robert Morris Associates committee, the causes
for criticism would not have existed.
Much more can be done along these lines; but it
will need the cooperation of all, if the much-to-bedesired results are to be obtained, and, unless we
“practice what we preach,” little can be accom
plished.
The accountant’s report is to a greater extent
than ever before being relied upon by the banker
in formulating his conclusions regarding the good
ness of the loans he is called upon to extend to his
customers. I refer here to loans which are not
based upon specific collateral, but upon the general
credit and capital of the borrower.
While all audits are not made for the purpose of
obtaining a basis upon which to obtain bank credit,
it is safe to say that the major portion of them arise
from this need, or that the resultant balance sheets
figure in credit arrangements.
The accountant should determine the purpose of
his report and prepare it accordingly, keeping
before him, however, the likelihood of it being used
as a basis for credit.
It is conceivable that the time will come when
the banker will require every unsecured loan of
important amount to be supported by proper
records, properly supervised, and will demand the
report of an independent examination of the
borrower’s financial position by accountants of
recognized standing and ability.
The reason for this is obvious if one but pauses a
moment to consider the failures which take place
in the business world every day. Many of these
failures are due to the non-maintenance of proper
records of the business operations and the results
thereof. Coupled with these poor records is a
disinclination in many cases to reveal the real
situation, when it is known, to those in a position to
render proper advice.
The time when accountants’ reports will be
demanded by the banker from every customer
requiring unsecured credit depends very largely
upon the accountant. As long as the accountant’s
( Continued on page 63)
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Budgeting Maintenance Expenditures
By Leon Strauss, Assistant Auditor of Construction, Southern Railway Company,
Graduate of Pace Institute, Washington
HE importance of the adoption of a budget
for expenditures by business interests, espe
cially the larger organizations, has been appar
ent during the past five years, due to the mounting
costs of labor and material. The successful opera
tion of a budget system is found in the case of the
United States Government, which only in recent
years has used this expedient of controlling ex
penditures. The operating executive of any business
is enabled through the method to keep its expendi
tures within due bounds and thereby produce
satisfactory net earnings for his organization,
which is the ultimate goal of every successful
manager.

T

Advantages of Monthly Equalization
of Maintenance Charges

The objectives of the adoption of a budget,
particularly one for maintenance or upkeep of the
property, can often be more readily realized by
equalizing the estimated annual expenditure over
the twelve months of the year—that is, apportion
ing one-twelfth of the estimated charge for the
year to each month. The equalization of main
tenance charges over an annual period in connection
with budget control prevents the distortion of
monthly operating results, due to possible ab
normal charges in one month and subnormal
charges in another for such maintenance or upkeep
expenditures.
This latter item may be of considerable impor
tance when the actual work of repair or main
tenance is performed in slack seasons. For example,
in a trucking concern it is not feasible, due to the
seasonal nature of the business, to withdraw the
trucks from service during the busy periods for
general overhauling, since such a practice would
result in a lessening of income. Only those repairs
which are absolutely necessary would be made
during these periods. On the other hand, during
the comparatively slack seasons, no lessening of
income would ordinarily come about through the
withdrawal of a certain number of trucks each
week for general overhauling. If, however, the
cost of overhauling were charged against the week
or month in which the work was actually done, the
management might be seriously misled through
reliance on the operating statements. The periods
showing the highest amount of income would be
charged with the minimum of overhauling ex
penses while the periods showing lower income
would be charged with a maximum of maintenance
expenses. Such procedure would be erroneous,
since the expenses of overhauling would be the
result of the operations in the busy periods. This
same principle will apply to other organizations.

Journal Entries

A practical illustration of a method of accom
plishing the equalization of maintenance charges
involves the use of two accounts—an account
recording the expense and an account which is
credited at the time the expense is set up. At the
beginning of the fiscal year an estimate is made of
the amount which will be expended for main
tenance. This total amount is apportioned to the
months or other operating periods for which profit
and loss is to be determined. Each month or
other operating period for Which profit and loss
is to be determined an entry is passed substantially
as follows:
MAINTENANCE EXPENSE....................... xxxxxx
To RESERVE FOR MAINTENANCE
xxxxxx
To set up monthly (or other periodic) charge
for maintenance, said amount being a
proper proportion of the total estimated
annual maintenance budget.

As expenditures are made for the maintenance
covered by the budgeted figure, such expenditures
are charged against the Reserve for Maintenance
Account by an entry substantially as follows:
RESERVE FOR MAINTENANCE............ xxxxxx
To ACCOUNTS PAYABLE...................
xxxxxx
To set up expenditures made for maintenance.

Disposition of Balances in Accounts Set Up

At the end of the year, if the actual expenditures
made exactly equal the amount of the budget
allowance, operations will have been charged,
through the medium of the Maintenance Expense
Account, with the correct amount, and the Reserve
for Maintenance Account will have no balance, the
total debits exactly offsetting the total credits.
As a matter of practice, however, it will be the
rare instance in which the actual expenditures will
equal the budgeted expenditures. Accordingly,
at the end of the year, the Reserve for Maintenance
Account will have a balance. If the balance is a
debit, it represents the excess of actual expendi
tures made over estimated expenditures. If the
balance is a credit, it represents an excess of es
timated expenses set up over actual expenditures
made. The amount of the balance should be
transferred from the Reserve for Maintenance
Account to the Maintenance Expense Account,
acting as an adjustment of the budgeted figure set
up in the latter account during the year, to bring
it into conformity with actual expenditures.
In some instances, it will be found that the
management considers it desirable that the total
cost of maintenance work in process at the end of
the year shall be charged against the current
year’s operations. Under such circumstances, an
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analysis may be made of the balance in the Reserve
for Maintenance Account and that portion of the
balance which represents the estimated cost to
complete the maintenance projects under way at
the end of the year is allowed to remain in Reserve
for Maintenance Account as a credit balance,
while the remaining amount is transferred to the
Maintenance Expense Account as above indicated.
If the expenditures are made during the succeeding
year, they are charged against Reserve for Main
tenance Account. Any balance remaining in that
account, after all of the maintenance work has been
. completed, may be treated as representing an
adjustment of the previous year’s expense or as an
adjustment of the current year’s expense, depend
ing upon the managerial policy adopted. If the
balance is a debit it represents an increase in
expense, if a credit it represents a decrease in the
expense.
There is some question as to the correctness,
from the accountant’s viewpoint, of the theory
which permits a charge against a current year’s
operations for expenditures for maintenance ac
tually made in a succeeding year. From the
managerial viewpoint, however, such a procedure
may on occasion be desirable and due consideration
should be given to this fact. The method by which
the entire amount of the balance of the Reserve
for Maintenance Account is transferred to the
Maintenance Expense Account, carries into full
effect the transactions actually happening during
the current year and is entirely correct from the
standpoint of the theory of accounts.
Procedure for Steam Roads
The foregoing method is comparatively simple.
A more complicated condition is met in the case of
a steam road. Under date of April 26, 1921, the
Interstate Commerce Commission, which super
vises steam roads engaged in interstate commerce,
issued an order, effective January 1, 1921, giving
approval to the procedure of apportioning or
equalizing maintenance expenditures. The order
stipulated that carriers desiring to make use of
the method of equalizing maintenance charges
should file with the Bureau of Accounts of the
Interstate Commerce Commission each year, a
statement of the maintenance program or budget.
The desired results are secured by setting up
two operating expense accounts—one designated
as Account 280; “Equalization—Way and Struc
tures,” and one designated as Account 338;
“Equalization—Equipment.” It is also necessary
to set up two ledger accounts, styled, respectively,
“Equalization Reserve—Way and Structures” and
“Equalization Reserve—Equipment.” The latter
accounts are contra to the former ones; that is,
monthly debits to the equalization expense ac
counts are concurrently credited to the reserve
accounts, and monthly credits to the expense
accounts are inversely debited to the reserve
accounts.
It might be well, to obtain a clear understanding
of the procedure, to emphasize the fact that the
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two equalization expense accounts are items which
go to make the aggregate of operating expenses for
a month or period and are similar to the Main
tenance Expense Account mentioned in the first
illustration. The equalization reserve accounts
accomplish the same purpose as the Reserve for
Maintenance Account previously mentioned, al
though the accounting treatment is somewhat
different.
A single item in a maintenance budget will serve
to illustrate the method to be pursued in equalizing
the expenditures for a year. A carrier adopts a
budget for renewal of crossties for a calendar year
amounting to $2,400,000. The proportion charge
able to operating expenses (Account 212; “Ties”)
for each month is $200,000, or $2,400,000 divided
by 12.
Journal Entries

The following Journal entries are given to illus
trate how the budgeted figures and the actual
expenditures are recorded:
As crossties are purchased, they are charged to
a storehouse account by summary entry:
MATERIAL AND SUPPLIES... $ 2,400,000
To AUDITED VOUCHERS
PAYABLE...............................
$ 2,400,000
For crosstie purchases........................

Issues of crossties for maintenance during
January are recorded in a summary entry as
follows:
ACCOUNT 212; TIES......................... $ 125,000
To MATERIAL AND
SUPPLIES...................................
$ 125,000
For issues of crossties for maintenance
purposes, month of January, 19....

The proportion of the annual budget chargeable
to maintenance for January is $200,000, while the
value of ties used during that month amounts to
$125,000; therefore the following entry is necessary
to charge maintenance expenses for January with
the full proportion of the annual maintenance
charge:
ACCOUNT 280; EQUALIZATIONWAY AND STRUCTURES..........
To EQUALIZATION RESERVE
—WAY AND STRUCTURES
For charge to expenses, month of
January, of difference between pro
portion of budget for year and value
of crossties actually used in main
tenance.

$ 75,000

$ 75,000

It will be seen, from the two preceding entries,
that a debit or credit is made to the equalization
expense account for the difference between the
proportion of the annual budget ($200,000) and
the actual amount of ties issued and used in
maintenance ($125,000).
It will frequently happen that the amount ac
tually expended in any one month will exceed the
monthly portion of the total budget figure for
maintenance. Thus, assuming that in the month
of April $225,000 of ties were withdrawn from the
storehouse, entry would be made as follows:
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ACCOUNT 212; TIES.......................... $ 225,000
To MATERIAL AND SUP
PLIES ...........................................
$ 225,000
For issue of crossties for maintenance
purposes, month of April, 19............

The portion of the annual budget chargeable to
maintenance for April is the same as for each of
the other months, $200,000. Since the amount
charged to Ties Account is $225,000, an entry is
passed crediting the offsetting Equalization Ac
count for the amount necessary to reduce the
charge to maintenance expenses from $225,000 to
$200,000. This entry is as follows:
EQUALIZATION RESERVE—WAY
AND STRUCTURES.......................
To ACCOUNT 280; EQUALIZ
ATION-WAY AND STRUC
TURES..........................................
For adjustment for month of April of
excess of value of ties actually used
in maintenance over proportion of
budget applicable to month.

$ 25,000

$ 25,000

Ledger Accounts

For purposes of illustration, it may be assumed
that the ledger accounts affected are, at the end of
the year, as follows:
ACCOUNT 212; TIES

Jan............................ $ 125,000
Feb............................
100,000
Mar...........................
175,000
April........................
225,000
May.....................
250,000
June.........................
250,000
July..........................
150,000
Aug...........................
125,000
Sept..........................
250,000
Oct............................
300,000
Nov...........................
225,000
Dec...........................
200,000
ACCOUNT 280; EQUALIZATION—WAY
AND STRUCTURES.
Jan..................
Feb.................
March...........
July...............
Aug.................
Dec................

.........$
.........
.........
.........
.........

75,000
100,000
25,000
50,000
75,000

April..........
May.............
June...........
Sept............
Oct.............
Nov............

.........$
........
.........
.........
.........
.........

25,000
50,000
50,000
50,000
100,000
25,000

EQUALIZATION RESERVE—WAY AND
STRUCTURES

April............
May.............
June.............
Sept..............
Oct....... .
Nov..............

........... $ 25,000 Jan...............
...........
50,000 Feb...............
...........
50,000 March.........
...........
50,000 July.............
...........
100,000 Aug...............
...........
25,000 Dec...............

.........$
.........
.........
.........

75,000
100,000
25,000
50,000
75,000

The foregoing accounts indicate that the actual
expenditures for crosstie renewals for the year
were $2,375,000 as compared with the budget of
$2,400,000. The difference of $25,000 appears as
a charge to Account 280; Equalization—Way and
Structures and as a credit in the Equalization
Reserve—Way and Structures Account.
Disposition of Balances in Accounts

As in the instance of the Reserve for Main
tenance Account previously illustrated, the balance
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in the equalization reserve account may be closed
out at the end of the year. However, under the
Commission’s order of April 26th, 1921, credit
balances in the equalization reserve account, due to
non-completion of maintenance work, may be
carried over to the following year, and expenditures
made in such year to complete maintenance work
included in the first year’s budget, may be charged
against the reserve to the extent of the balance
carried over; therefore, expenditures for renewal
of crossties in the year subsequent to that in
which the charges were made to expenses, in the
illustration given, may be charged against the
reserve to the extent of $25,000. The disposition
of this credit balance in January of the following
year, is shown as per the following entry:
EQUALIZATION RESERVE —WAY
AND STRUCTURES........................... $ 25,000
To MATERIAL AND SUPPLIES
$ 25,000
For charge to reserve of unexpended
balance carried over from previous
year, representing crosstie renewals
authorized, but not completed, the
renewals having been made in January
19...................

If the expenditures exceeded $25,000, the excess
would be charged to the Ties Account for the
second year.
A condition will now be considered wherein the
actual expenditures for maintenance exceed the
budget adopted for the year. The previous illus
tration of a budget for crosstie renewals for a year
of $2,400,000 will be used. It will be assumed that
the actual expenditures for the year were $2,450,000
in which event Account 212, Ties, for the period
of twelve months would appear with a debit of
$2,450,000 (the actual cost of renewals); Account
280, Equalization—Way and Structures would
appear with a credit of $50,000, and the net charge
to expense would be $2,400,000, the authorized
budget. As expense Account 280; Equalization—
Way and Structures, carries a credit balance of
$50,000, the offsetting ledger reserve account would
appear with a contra debit of the same amount.
The order of the Commission, however, specifically
prohibits carrying over to the succeeding year debit
balances in the reserve account; therefore before
closing the accounts for the year, the following
entry would be necessary to adjust the equalization
accounts:
ACCOUNT 280; EQUALIZATIONWAY AND STRUCTURES................ $ 50,000
To EQUALIZATION RESERVEWAY AND STRUCTURES....
$ 50,000
For adjustment of balances in equaliza
tion expense and reserve accounts for
crosstie renewals, representing excess
of actual expenditures over authorized
budget for the year.

The statement of operating expenses for the
twelve months would then show Account 212,
Ties, with a debit of $2,450,000 (the actual expendi
tures for the year); Account 280, Equalization—
Way and Structures, with no balance; and the net
charge to expense would be $2,450,000.
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Sales Methods That Antagonize
“Looking over the newspapers I came across
your advertisement and immediately felt I could
supply the lacking appearance, punch, and sales
value that it should have.” This sentence is
taken from a form letter circulated by an advertis
ing agency for the purpose, we presume, of obtain
ing new clients. The lawyers have a saying that
the lawyer who tries his own case has a fool for a
client, and it would seem that, in at least one
instance, the adage is applicable to the advertising
field.
Advertising, if it does anything, should build
favorable opinion with respect to a particular
product or service, and favorable opinion is built,
both personally and in a business way, by approach
es marked by courtesy. We should not, in selling
a hat (particularly a lady’s hat) approach by a
reference to the tawdry nature of the old one;
and we should not make an approach to the sale
of a house by reference to the disreputable shack
in which the possible customer is at present domi
ciled. Our unknown friend does worse—he takes
a slam at the prospective customer’s presentation
of himself.
The letter under review not only shoots wide of
the mark on the fundamental matter of psychology,
but bears evidence of technical shortcomings. The
letter is evidently intended to create the im
pression that it is of a personal nature, as it is
signed in ink by the writer. However, the date
and the address are filled in with a typewriter in
which the ribbon is many shades different in color
from the mimeographed body of the letter. An
attempt to create a wrong impression as to the
character of a letter is at least questionable, and
when the letter carries obvious evidence that it
is not what it purports to be, the document spreads
abroad a message of deceit.
The enclosure of an addressed envelope with a
two-cent Stamp affixed places the recipient of this
letter in a somewhat difficult position. Should
he dictate a caustic reply, to be freighted back to
the advertising agent by the use of his own postage?
Possibly, the advertising man seeks most of all a
contact, and would rather have a belligerent reply
than none at all. Therefore, the inclination to
defend by spirited reply one’s own particular
advertisement is curbed. Should the letter with
enclosures be consigned to the wastebasket? A
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good business man can hardly bring himself to thus
destroy a perfectly good two-cent stamp even if he
is worth a million and smokes 25-cent cigars. It is
not good business form to throw away postage
stamps. Shall he dictate a friendly answer gently
pointing out the mistakes of the advertising sharp?
No, for such a course would open wide the flood
gates of solicitation. Here is created an emotional
state that can find no legitimate vent—a pyscho
logic condition decidedly unwholesome. It certainly
does not build business. Any way you take it, this
particular bit of advertising is unsatisfactory, un
productive, and creates for the sender unfavorable
opinion instead of that favorable state of mind
which brings home the proverbial business bacon.

Business Training for the
College Graduate
ANY men, upon graduating from college,
decide upon a business career. Frequently
this decision is based upon nothing tangible.
The graduate, for financial or vocational reasons,
does not care for a professional career as a lawyer,
doctor, or engineer. Other fellows are getting
business positions and he follows suit.
There is another group of graduates, although
much smaller, the members of which decide upon
a business career after much careful thought.
Frequently, and particularly if they have taken
an academic course in college, they desire to obtain
a year or two of advanced work which, building
upon the four-year academic foundation, will better
fit them for entrance into business, or for more
rapid advancement once entrance has been ef
fected. They may consider a two-year course in
Business Administration in some one of the larger
universities, leading to the Master’s degree. On
the other hand, certain members of this latter
group, of late years, have given careful considera
tion to courses in Accountancy and Business Ad
ministration which not alone give sound training
in the theory of modem business organization, but
at the same time afford plenty of opportunity
for practical work and observation in the great
laboratory of business. As one young man just
out of college said to the writer, “I have had four
years of the best kind of academic education; now
I want to get just as practical a view of business
as I can from practical men who will view all
problems from the viewpoint of the business
man.”
The college graduates composing our first group
—those who elect a business career without any
preliminary business preparation—should give con
sideration to the increasing opportunities, which
will be theirs, if they utilize some of their spare
time evenings in study, while more and more
members of the second group—those who are able
to pursue advanced or post graduate courses—are
choosing those courses of study which will afford
them the greatest opportunities to obtain practical
instruction and to observe widely in the field of
modem business.

M
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Biographical Sketches of Pace
Students Who Have Made Good
Joseph Bernard Baerncopf, Member of the Staff of George S.
Olive, C.P.A., Indianapolis, Indiana
MONG the Pace graduates who
have attained success in public
practice of accountancy is Joseph
Bernard Baerncopf, a member of
Accountancy practice staff of George
S. Olive, C.P.A., Indianapolis, Indiana.
Mr. Baerncopf was born in New York
City on March 18, 1889. His pre
liminary education, however, began in
the Greenwood School of the public
school system of Philadelphia, and he
was graduated from this institution in
1900. The same year he was entered
in the Latymer School, a private school
of London, England, and, upon gradua
tion in 1903, was awarded a gold medal
as a first prize.
After completing his work in the Laty
mer School, Mr. Baerncopf passed the
Oxford University preliminary examina
tions with honors. At this time, how
ever, he decided to enter the business
world, and his first position was that of
a junior clerk with the Hearts of Oak
Benefit Society of London. He con
tinued in this position for two years, and
in 1905 took a position as junior clerk
with the Board of Agriculture of London,
to which he was appointed by virtue of
his passing the competitive examina
tions for government service. In this
same year, Mr. Baerncopf was in the
first class of the successful candidates
who took the examination in Advanced
French under the auspices of the
National Union of Teachers held in
London.
In 1907, Mr. Baerncopf severed his
connection with the British government
service, returned to the United States,
and accepted a position with the New
York Telephone Company in Newark,
N. J., as a stenographer, and was later
appointed assistant to the chief clerk.
He continued with the New York Tele
phone Company until the summer of
1909, when he accepted a temporary
position with the United States Army
Engineering Service in preliminary loca
tion work, relative to the construction
of a coastwise ship canal. In the fall
of this year, he accepted a position in
the Engineering Department of the
Henry R. Worthington Machinery Cor
poration of Harrison, N. J. After a
year’s service with the Henry R. Worth
ington Company, Mr. Baerncopf ac
cepted a position with the Pennsylvania
Railroad in the Engineering Depart
ment. During his service with the
Pennsylvania Company, his work was
both of an engineering and accounting
nature.
It was during his connection with the
Pennsylvania Railroad that Mr. Baern
copf enrolled in Pace Institute, New
York. He was graduated in 1915 and
accepted a position the same year as an
accountant in the General Auditor’s office
of the Public Service Corporation in
Newark, N. J. He continued in this
position for a year, and in 1916 became
senior auditor on the staff of S. H. and

A

L. J. Wolfe, Actuaries and Public Ac
countants of New York, and the next
year accepted a position with the Ameri
can
the Merchant Marine Insurance Com
pany, New York, in the capacity of chief

for admission to the professional socie
ties, takes his place as a fully accredited
member of the Accountancy profession.
His career as professional accountant is
but beginning and his friends predict
success for him in large measure.
Somewhere along this road of progress
Mr. Baerncopf, finding himself in need
of counsel and support, took to himself
a partner. Mrs. Baerncopf, like all
good Accountancy wives, is much inter
ested in her husband’s success, and no
doubt has greatly contributed to it by
her counsel and encouragement. Mr.
Baerncopf, in fact, admits it.

New York Chapter
of N. A. C. A.

JOSEPH BERNARD BAERNCOPF

accountant and office manager. Later
he was appointed assistant secretary of
this company.
After graduation, Mr. Baerncopf
maintained close relations with the
Institute and contributed several inter
esting articles to The Pace Student.
In April, 1922, Mr. Baerncopf became a
member of the staff of George S. Olive,
C.P.A., of Indianapolis, Indiana. In
1923 he passed the rigorous examina
tion of the New Jersey C.P.A. board and,
therefore, becomes a certified public
accountant of the state in which he
received so much of his business experi
ence.
Here we have, briefly stated, an excep
tional record of consistent industry and
deserved advancement. It will be noted
that ten years ago, while in the early
twenties, Mr. Baerncopf decided to
become a professional man. He chose
Accountancy as the profession most
suited to his natural abilities and
inclinations. He immediately began to
prepare himself for his chosen work in
conjunction with his daytime duties.
His enthusiasm for his study and his
profession were manifested throughout
the entire period of his work. His
graduation and his later apprenticeship
were not accomplished without a good
many difficulties and some discourage
ment when the progress appeared to be
slow. However, all of these incidentals
to professional preparation are now but
happy memories, and Mr. Baerncopf,
with the New Jersey C.P.A. certificate
earned, and with applications pending

HE monthly meeting of the New
York Chapter of the National As
sociation of Cost Accountants was
held at the Chamber of Commerce on
January 8, at 7:45 p.m.
Hugh L. Satterlee, former assistant to
the Solicitor of the Treasury, now a
member of the firm of Weill, Wolff &
Satterlee, Attorneys, discussed the “De
velopments of Federal Taxation.” Mr.
Satterlee brought out many points of
interest, heretofore not generally under
stood.
A part of the meeting was devoted to
a discussion of the subject, “Accumulat
ing the Overhead.” A. V. Bristol,
Controller of the American Hard Rub
ber Company, (several years ago a
student of Pace Institute—Extension
division) was principal speaker, and the
discussion was lead by six prominent
members of the Association.

Pace Institute
New York
Graduating Class
On the succeeding pages
of this issue of The PACE
STUDENT, there appears a
group picture of the 1923
graduating class and the
members of the faculty of
Pace Institute, New York.
One hundred and sixtynine men and women were
graduated in this class on
the evening of November
17,1923. The photographs
of a number of the graduates
unfortunately are not in
cluded in this picture.
From time to time, bio
graphical sketches of men
and women of the gradu
ating class, who have
achieved distinction in Ac
countancy and Business, will
be published in The PACE
Student.

I

1922 -1923

GRADUATING CLASS
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Address of Welcome, E. N. Hurley,
versity, who spoke on “Some Aspects of
Reserve Accounting.” Professor Orton President, Hurley Machine Company.
W. Boyd, of the University of Florida, Address, “Industrial Investigation,”
read a paper on the subject “Valuation Arthur Andersen of Arthur Andersen
for Profits Determination.” William & Company.
Luncheon
R. Thompson, of LaSalle Extension
ROGRESS in the development of University, spoke on “The Case Method
12:15 p.m.
Accountancy is evident on every in Teaching Auditing.”
Talk, “The Kind of Figures that the
side. This progress was especially
The final session, held on Saturday President Wants,” Samuel Hastings,
in evidence at the Eighth Annual Meet

afternoon, included a paper by Harold President, Computing Scale Company
ing of the American Association of Dudley Greeley, of Columbia University, of America.
University Instructors in Accounting, who read a most interesting and helpful
Afternoon Session
held in Columbus, Ohio, on December paper on “Methods of Teaching Estate
2:30 p.m. to 4:30 p.m.
28 and 29. This Association is com Accounting and Taxation.” He was
posed of teachers of accounting. The followed by W. O. Winkler, of Detroit
Round Table Discussions
active membership is limited to teachers Business Institute, who spoke on “De
Manufacturing Section
in institutions of collegiate grade, al veloping a Commercial Laboratory on
though associate membership and prac the Campus.” Weldon Powell, of the
Chairman, F. E. Commiskey, Chicago
tically all the benefits of the Association University of Illinois, read a paper on Mill and Lumber Company, Chicago.
are open to accounting instructors of “Accounting for No-Par-Value Capital
Merchandise—“Control of Raw Ma
private schools.
Stock.” The program was concluded terial Inventories Under Conditions of
Charles F. Rittenhouse, of Boston by Professor James O. . McKinsey, Market Fluctuations.” Speaker—H. A.
University, well known as a practicing of the University of Chicago, who read Pullis, Washburn Crosby Company,
accountant, presided at the annual a paper on the subject “Problems of the Minneapolis, Minn.
meeting. Professor Roy B. Kester, Present and Future in Accounting.”
Financial—“Financial Responsibility
of Columbia University, on the first
When the character of the papers and of Cost Executives.” Speaker—L. A.
forenoon, read a valuable paper on the full discussions that followed their Farquhar, Controller,Burroughs Adding
“The Principles of Valuation as Related presentation are considered, and when Machine Company.
to the Functions of the Balance Sheet.” the further fact that more than one
Operating—“Joint Costs. ” Speaker
He was followed by Professor Eric L. hundred teachers of accounting traveled —F. E. Commiskey, Auditor, General
Kohler, of Northwestern University, from various parts of the country for Box Company.
who spoke on “The Content of the the express purpose of using two days of
“Inventory Control.” Speaker—J. F.
Balance Sheet Audit Report." Profes their holiday period for personal devel Stiles, Abbott Laboratories.
sor Albert J. Barlow, of the University opment and inspiration are considered,
Wholesale and Jobbing Section
of Virginia, then presented a paper the spirit back of this becomes evident.
Chairman,
C. V. Fargo, Vesta Battery
entitled “The Accounting Curriculum The teachers who attended, as well as
for a Non-Technical College.” Profes many others, are working very earnestly Company, Chicago.
“What the Sales Department Needs
sor Barlow placed emphasis upon the to impart to incoming practitioners, as
cultural value of accounting and justified well as to the business public, sound from the Accounting Department.”
its inclusion in a general course of conceptions of accounting theory and Speaker—Fred S. Armstrong, Secretary,
Vesta Battery Company.
college study. The final paper of the technique.
“The Functions of Cost Inventory
forenoon was presented by P. W.
All the business matters of the meeting Data in the Compilation of the Income
Pinkerton, President of the Indiana were conducted, in accordance with the
Association of Certified Public Ac custom of the Association, at a dinner Tax Returns.” Speaker—R. G. Baxter,
countants. Mr. Pinkerton spoke on held on the evening of the first day. Treasurer, Henderson & Company.
Retail Section
the subject “Educational Deficiencies in At the conclusion of the meeting, Pro
Junior Accountants, ’ and his excellent fessor James O. McKinsey was elected
Chairman, J. O. McKinsey, Frazer &
paper reflected the very practical view President to serve for the ensuing year; Torbet, Chicago. “Distribution of Ex
point of the accountant engaged in Professor Roy B. Kester, of Columbia pense in Retail Establishments.”
actual practice.
“Use of Accounting Information by
University, Professor William S. Krebs,
In the afternoon of the first day of the of Washington University, and Professor the Merchandise Man.” Speaker—A.
program, Professor H. T. Scovill, of the J. Hugh Jackson, of Harvard University, Hodge, University of Chicago.
University of Illinois, presented an were elected Vice-Presidents; and Pro
Banking and Financial Section
illuminating paper entitled “The Need fessor Edward J. Filbey, of the Uni
Chairman,
Gordon Wilson, National
for Better Accounting Procedure in versity of Illinois, was re-elected Secre
Bank of the Republic, Chicago.
County Offices.” Homer S. Pace, tary-Treasurer.
“Cost Accounting in Banks.” Speak
of Pace Institute, spoke on “The Rela
er—Gordon Wilson, Comptroller, Na
tion of the Accountancy Instructor to
tional Bank of the Republic.
the Development of Professional Stand
Cost Accountants Hold
“Bank Budgets.” Speaker—R. C.
ards in the Practice of Accountancy.”
Crampton, Assistant Editor, “Banking
Regional Conference
Professor Howard C. Greer, of Ohio
News.”
State University, presented a paper
Evening Session
HE first Western Regional Confer
entitled “A Curriculum in Industrial
ence of the National Association
Dinner 6:15 p.m.
Accounting.” Professor T. H. Sanders,
of Cost Accountants was held
of Harvard University, who was
Toastmaster—Dr. Stuart C. McLeod,
February 7 and 8, at the City Club,
scheduled to read a paper on “The Train
Secretary, National Association of Cost
Plymouth
Court,
Chicago.
The
Chi

ing of Accountants in England,” was
Accountants.
unable to be present, but his informative cago, Milwaukee, Minneapolis, Detroit,
Address—“Control of Industry in the
Cleveland,
and
Cincinnati
Chapters
paper was read in his absence.
Business Cycle.” Speaker—Albert
participated
in
this
Conference.
The
On Saturday morning, Professor Henry
Scott,. Comptroller, Montgomery, Ward
Rand Hatfield, of the University of enthusiasm that always characterizes a & Company.
meeting
of
this
Association
was
every

California, presented a notable paper
Address—“Responsibility of the Cost
entitled “An Historical Defense of Ac where evident, and the papers and Accountant in the Various Phases of
discussions
were
of
a
particularly
counting.” Favorable comment was
the Business Cycle.” Speaker—J. P.
heard on every side with respect to this specific and helpful character. The Jordan, President, National Association
program
for
the
two
days
follows:
paper. Professor George W. Eckel
of Cost Accountants.
Thursday, February 7
berry, of Ohio State University, spoke on
Friday, February 8,
Forenoon Session
“Books of Account in Evidence.” He
9:45 a.m. to 11:45 a.m.
was followed by Professor Donald J.
Inspection trips to leading industrial
President Castenholz, Presiding
Hornberger, of Ohio Wesleyan Uni
and business concerns.

University Instructors in
Accounting Hold
Annual Meeting

P

T

1924
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Analysis of Federal Income Tax Returns
By Edward White, Head of the Statistical Division, Income Tax Unit,
Bureau of Internal Revenue

We are privileged to reproduce below the substance
of a paper presented by Mr. White before a recent
meeting of the Monday Lunch Club of Washington,
D. C. — [Editor.]

The Highs and Lows of Prosperity—years of
business activity or years of depression—stand
out in bold relief in the examination of the returns
of net income filed with the Federal Treasury
Department. Turning the comer of the business
depression of 1921, it is instructive to note the
effect of that industrial slump on the incomes of
the people and corporations of the United States.
The publication of the Treasury Department
entitled “Statistics of Income”, compiled from the
returns filed for 1921, has just been issued, and
contains the latest available figures on income
distribution in the United States.
The number of individuals who reported net
income of $1,000 and over for the calendar year
1921 was 6,260,327, which is a drop of approx
imately 1,000,000 returns from the previous year,
when the number was 7,259,944. Not only did
the total number of returns fall off, but those that
were filed showed an aggregate decrease in their
net incomes amounting to $4,372,266,589, or from
a total of $23,735,629,183 for 1920 to $19,363,362,594 for 1921. There was a corresponding
reduction in the amount of income-tax paid the
Government, which fell from $1,075,053,686 on
the returns for 1920 to $719,213,428 for 1921, a
decrease of approximately $356,000,000.
For the year 1921, there were 401,849 returns
reporting net income of less than $1,000, but as
this class did not appear in 1920, it has been
excluded from the preceding calculation in order
to make the two years comparable.
The Revenue Act of 1921 increased from $2,000
to $2,500 the amount of “personal exemption”
deductible by married persons having joint net
incomes under $5,000. While the above increase
in personal exemption is for the specific benefit of
persons having net incomes under $5,000, the law
also extends to all income classes the benefit of an
increased exemption for dependents from $200 to
$400 for each dependent. This change in the Law
effected a reduction in the number of individuals
with net income under $5,000 who had to pay tax,
by increasing the number of returns in which the
exemption exceeded the amount of net income.
Tax-exempt returns could for 1921 be filed only
by individuals having net income under $5,000,
as all income in excess of that amount was subject
to the super-tax. Beginning with 1922 the super
tax applies to income in excess of $6,000.
The increase in the number of such tax-exempt
returns between 1920 and 1921, not including those

having net income under $1,000, was 939,605 or
54 per cent., and the increase in tax-exempt income
was $2,452,626,645 or 70 per cent. For 1921, the
total number of tax-exempt returns was 2,681,239,
representing 46.75 per cent. of the total number
reporting net incomes under $5,000, and their
net income amounted to $5,959,296,453 which was
45.84 per cent. of the total net income of this class.
For the previous year the tax-exempt returns were
1,741,634 or 26.48 per cent., and the exempt net
income $3,506,669,808 or 22.96 per cent.
Number of Returns

Income Class

1920

$1,000 to $2,000
$2,000 to $3,000
$3,000 to $5,000
$5,000 to $10,000
$10,000 to $25,000
$25,000 to $50,000
$50,000 to $100,000
$100,000 to $150,000
$150,000 to $300,000
$300,000 to $500,000
$500,000 to $1,000,000
$1,000,000 and over

Total $1,000 and over
Under $1,000
Total

1921

2,671,950
2,569,316
1,337,116
455,442
171,830
38,548
12,093
2,191
1,063
239
123
33

2,440,544
2,222,031
1,072,146
353,247
132,344
28,946
8,717 '
1,367
739
162
63
21

7,259,944

6,260,327
401,849

7,259,944

6,662,176

Net Income

Income Class

$1,000 to $2,000
$2,000 to $3,000
$3,000 to $5,000
$5,000 to $10,000
$10,000 to $25,000
$25,000 to $50,000
$50,000 to $100,000
$100,000 to $150,000
$150,000 to $300,000
$300,000 to $500,000
$500,000 to $1,000,000
$1,000,000 and over
Total $1,000 and over
Under $1,000
Total

1920

1921

$4,050,066,618 $3,620,761,768
6,184,543,368
5,325,931,265
5,039,607,239
4,054,891,244
3,068,330,963
2,378,759,237
2,547,904,786
1,958,156,206
1,307,785,113
979,629,305
582,230,218
810,386,333
163,520,999
265,511,505
215,138,673
145,948,047
89,313,552
61,342,550
79,962,894
42,780,426
77,078,139
49,411,329

23,735,629,183

19,363,362,594
213,849,934

23,735,629,183

19,577,212,528

Returns reporting net income under $5,000 for
1921 numbered 6,136,570 or 92.10 per cent. of all
the returns filed, and reported $13,215,434,211 or
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67.50 per cent. of the aggregate net income, with
tax amounting to $92,790,309 or 12.90 per cent. of
the total tax on personal returns.
Income Tax

Income class

$1,000 to $2,000
$2,000 to $3,000
$3,000 to $5,000
$5,000 to $10,000
$10,000 to $25,000
$25,000 to $50,000
$50,000 to $100,000
$100,000 to $150,000
$150,000 to $300,000
$300,000 to $500,000
$500,000 to $1,000,000
$1,000,000 and over

Total $1,000 and over
Under $1,000
Total

1920

1921

$ 36,859,732
45,507,821
83,496,116
97,886,033
172,259,321
154,265,276
163,717,719
86,587,694
92,604,423
47,043,461
45,641,005
49,185,085

$ 29,160,654
20,712,373
42,743,604
68,871,422
126,886,410
112,909,840
115,711,635
52,330,056
61,495,988
31,859,630
25,112,090
31,419,726

1,075,053,686

719,213,428
173,678

1,075,053,686

719,387,106

The returns of all individuals distributed accord
ing to size of net income for both the years 1920
and 1921 are given herewith. The figures are
especially instructive for comparative purposes in
showing the decrease in the number of returns, the
net income, and the tax in each income class bracket
in the latter year.
An analysis of the returns as to the sources of
income shows that the amount reported as having
been derived from “Salaries, wages, commissions,
etc.” in 1920 was $15,270,373,354; whereas in 1921
it fell to $13,813,169,165, a reduction of $1,4 7,204,189.
Income from “Business pursuits” likewise shows
the effect of the depression by a falling off of
$1,756,963,947. For 1920 the amount of net in
come reported from this source was $5,927,327,538,
whereas for 1921 the amount was $4,170,363,591.
The reduction of net income from business
pursuits, however, does not show the total loss
sustained, as the above amounts represent solely
positive gain items reported in the returns. Wher
ever losses were reported they were transferred to
and included in general deductions, in which an
increase is noted of approximately $800,000,000;
that is, from $2,954,640,670 for 1920 to $3,751,569,404 for 1921.
The income reported as haying been derived
from “Rents and royalties” increased approx
imately $130,000,000, whereas “Interest on bonds,
notes, etc.” and “Dividends” decreased $259,000,000 between the two years.
But as serious as was the reduction in the net
incomes of individuals, the gravity of the depression
can be more keenly appreciated by an examination
of the income-tax returns filed by corporations for
this period. The situation cannot be visualized
unless the financial result of the year’s activities of
the entire corporate structure of the United States

March
is taken as a unit; that is, the sum total of the re
turns of all corporations, both those reporting net
income and those reporting deficit.
All corporations in the United States operating
for profit to their stockholders are required to
file income-tax returns. For 1921, there were
356,397 returns filed, of which less than half, that
is, 171,239 or 48 per cent., reported net income as
the result of the year’s operations. Those that
reported net income were less than for 1920 by
31,994.
There were 185,158 that reported no
net income, which number was greater by 42,796
than reported deficit for 1920.
The aggregate net income of corporations re
porting net income for 1920 was $7,903,000,000,
as against $4,336,000,000 for 1921, a drop of
$3,567,000,000 or 45 per cent. The income and
profits tax also decreased by $923,659,211 from
$1,625,234,643 for 1920 to $701,575,432 for 1921.
The extent of the depression and its cumulative
effect upon society in general may be gauged by the
decrease between 1920 and 1921 in the gross
income from operations reported by corporations,
which was nearly $27,000,000,000; that is, from
$118,000,000,000 in 1920 to $91,000,000,000 in
1921, a contraction of approximately 23 per
cent.
But just how costly the business depression was
to the corporations taken as a whole can best be
estimated by comparing 1921 with 1919, which
earlier year, however, was one of a series of years
of unusually large profits. In that year the net
income of all corporations, after deducting the
aggregate deficit, amounted to $8,416,000,000,
whereas in 1921 the aggregate net income above
deficit was approximately $458,000,000, a drop
of nearly eight billion dollars or 95 per cent.
(There was an actual decrease in positive net
income reported of approximately five billion
dollars and an increase in the aggregate deficit of
corporations that reported deficit of approximately
three billion dollars.)
Moreover, after the corporations that reported
net income had paid their income tax amounting
to something over $700,000,000, the combined
balance sheets of the corporations of the country
for 1921, as evidenced by the income-tax returns,
showed a red ink entry of nearly $245,000,000 as
the result of the year’s business.
The corporate net income in excess of deficit,
before deducting the income-tax, showed a decrease
between 1920 and 1921 of $5,415,000,000 for the
country as a whole. A detailed table showing for
each of the major industrial groups the decrease
between the two years, is given below.
Corporate Net Income after Deducting Deficit
Decrease between 1920 and 1921

Agriculture and related industries....................$
Mining and quarrying........................................
Manufacturing:
Food products, liquors, and tobacco..........
Textiles and textile products.........................
Leather and leather products.............
Rubber and rubber goods..............................
Lumber and wood products...........................

53,185,302
754,923,740
210,937,321
154,049,757
5,950,965
91,562,959
343,809,320
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Paper, pulp and products..............................
Printing and publishing..................................
Chemicals and allied substances...................
Stone, clay, and glass products...................
Metal and metal products..............................
All other manufacturing industries.............
Total Manufacturing..................................
Construction..........................................................
Transportation and other public utilities ....
Trade...............................................................
Public service—professional, amusements,
hotels, etc..................................
Finance, banking, insurance, etc......................
Combinations—predominant industry not
ascertainable.....................................
Concerns in liquidation......................................
Inactive concerns.................................................
Total...........................................................
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241,878,309
51,973,923
319,593,680
99,389,234
1,503,525,447
380,652,723
3,403,323,638
69,514,604
180,123,059
626,574,367
57,357,975
263,237,031

70,796,930
59,565,861
4,068,395
5,415,402,390

The result of the year’s business in 1921, shown by
reports from which the preceding figures were
tabulated, gives one much for conjecture as to
what might have been the extent of demoralization
in the economic structure of the country if certain
stabilizing conditions had not prevailed. The year’s
losses were provided for out of the large undis
tributed profits of previous years, and vindicated
the good judgment of accumulating surplus during
profitable years. And that the country should
have passed through a crisis of such magnitude as
is indicated by the losses sustained and yet have
averted a violent financial panic and general

economic disorganization and demoralization is
due in no small part to the Federal Reserve System,
through which support was extended to the banks
and through them to the industrial organization
as a whole.
When prices began to decline in the middle of
1920 the Federal Reserve System continued to
lend large amounts to its member banks. The peak
of Federal reserve bank discounts was not reached
until six months after the prices began to fall.
During this period of one-half year the member
banks, by being able to pass a share of their burden
on to the reserve banks were enabled to carry and
extend loans of their industrial customers, thereby
giving these customers the opportunity to adjust
their business and finances to the changed condi
tions. An untold amount of financial disaster was
averted through the granting of this breathing spell
to industry.
A price collapse such as that which occurred in
1920 would, a decade earlier, have resulted in a
panic of unprecedented proportions and would have
brought ruin to a large number of individuals and
corporations which, with the improved financial
machinery, were able to weather the storm of
1921, and for the first time in its history the
country passed through a business crisis without
suffering a money panic.

The following table, which was included in Mr. White’s paper, will be of great interest to students of taxation
and business. It affords an invaluable statistical index to the business conditions that existed in the abnormal
business year of 1921.—[EDITOR.]
Analysis of Corporate Returns by Industries for Year 1921

Industrial Divisions

Agriculture and related
industries.................
Mining and quarrying
Manufacturing:
Food products,
liquors and tobacco
Textiles and textile
products...............
Leather and leather
products...............
Rubber and rubber
goods....................
Lumber and wood
products...............
Paper, pulp, and
products..............
Printing and pub
lishing ...................
Chemicals and allied
substances............
Stone, clay, and glass
products...............
Metal and metal
products...............
All other manufac
turing industries..
Total manufacturing
Construction...............
Transportation and
other public utilities
Trade............................
Public service—profes
sional, amusements,
hotels, etc.................
Finance, banking, in
surance, etc..............
Combinations — pre
dominant industry
not ascertainable...
Inactive concerns.......
Total.................

Total net
income
reported

Total
deficit
reported

Net income
or net def
icit of all
corporations
combined

Income tax,
war profits,
and excess
profits tax

$ 40,718,192
185,133,923

$ 88,562,898
414,488,951

$—47,844,706
—229,355,028

$

319,176,273

309,161,987

327,356,083

189,439,330

57,064,636

105,909,355

—48,844,719

Net income or
net deficit after
deducting tax,
of all corpora
tions combined

6,001,962
31,969,216

$—53,846,668
—261,324,244

10,014,286

65,676,304

—55,662,018

137,916,753

67,216,070

70,700,683

11,814,847

—60,659,566
—97,275,530

5,101,673

101,561,735

—96,460,062

815,468

70,511,051

120,219,887

—49,708,836

11,247,073

—60,955,909

44,881,837

49,178,592

—4,296,755

7,584,062

—11,880,817

124,156,590

26,679,985

97,476,605

27,183,366

70,293,239

158,217,289

132,881,065

25,336,224

29,597,862

—4,261,638

69,756,499

26,259,793

43,496,706

12,031,628

31,465,078

437,366,860

666,001,897

—228,635,037

90,307,720

—318,942,757

164,196,817
1,777,785,608
67,335,368

171,537,751
1,898,831,377
51,507,351

—7,340,934
—121,045,769
15,828,017

28,295,849
351,770,249
13,594,886

—35,636,783
—472,816,018
2,233,131

821,871,454
571,945,297

323,368,793
626,828,343

498,502,661
—54,883,046

101,021,765
96,742,515

397,480,896
—151,625,561

104,872,554

45,939,035

58,933,519

19,269,098

39,664,421

739,296,805

363,165,913

376,130,892

76,271,592

299,859,300

27,088,612

65,509,712
16,761

—38,421,100
—16,761

4,934,149

—43,355,249
—16,761

4,336,047,813

3,878,219,134

457,828,679

(—) Minus sign indicates deficit.

701,575,432

—243,746,753
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Changes in the Corporation Laws of New York State
By Alfred F. Upson, LL.M., of the Law Faculty,
Pace Institute, New York
HE conception of a corporation to the Secretary of State is not required.
as a person created by law, dis The new act also requires that at least
tinct from the natural persons one of the directors named in the certi
who compose it, is very old. The early
ficate of incorporation shall be a citizen
corporate associations in England were of the United States and a resident of the
ecclesiastical or educational in their State of New York.
nature, and they were followed by
The Stock Corporation Law, which
municipalities and guilds. The seven governs all corporations having shares
teenth century brought forth the great of stock, also has been affected by
trading and colonial companies, such as changes and amendments, the chief of
the East India Company and the Hud which are as follows: stock corporations
son Bay Company. In 1794, the Bank may effect changes in their corporate
of England received its charter from the structure under Sections 35 and 36 of
Crown.
the Stock Corporation Law; Section 35
The modem law of corporations has affecting, changes relating to the purposes
evolved itself out of the changes in busi of the corporation, the powers or pro
ness and the application of rules, deci visions provided for in the original
sions, and legislative enactments to certificate, the number of directors, and
meet these ever changing conditions. the location of its office; while changes
This development was recognized in in respect to shares of stock, capital
New York State in 1811, when the first stock, or capital may be found under
General Corporation Law was passed for Section 36 of said law, thus doing away
the establishment of manufacturing with several of the old sections of the
companies. Since that time it has been Stock Corporation Law.
necessary to make many changes and
Section 15 of the old Stock Corpora
additions, and the wide growth of busi tion Law relating to merger, has been
ness prompted the legislature of the modified in a very important respect, as
State of New York recently to re-formu it appears in the new act under Section
late the scheme of corporate organiza 85 thereof. The former law afforded
tion, management, and control.
no remedy to the creditors of the
Prior to October 1, 1923, “business” merged corporation against the possessor
corporations were organized under the corporation. The creditor of the merged
Business Corporation Law. The term corporation could sue it, obtain judg
“business” corporation included cor ment, and satisfy such judgment only
porations formed to carry on any lawful out of the property of the merged cor
business except governmental, banking, poration in the hands of the possessor
insurance, transportational, or profes corporation. The new section now pro
sional enterprises.
vides that the possessor corporation
Under this act, each business corpora shall be deemed ta have assumed all of
tion was required to have a minimum the liabilities and obligations of the
capital stock of $500; and was further merged corporation, and shall be liable
required to have at least $500 worth of in the same manner as if it had itself
capital stock paid in before commencing incurred such liabilities and obligations.
business, and corporations having a This change now affords creditors of
capital stock of $1,000 or more were merged corporations the same rights as
required to have at least one-half of creditors of the constituent corporations
the amount of such capital stock actually in consolidation. Such change is a very
paid in within one year from the date of just and equitable one.
incorporation.
The reorganization of a corporation
Business corporations were also re is now accomplished through the pro
quired, under the former act, to file with visions of Section 94 of the Stock Cor
the Secretary of State, during the month poration Law, instead of under the
of January of each year, an annual Business Corporation Law as heretofore,
report showing in a general way the although there has been no important
relation of its assets to its liabilities, and actual change in the detail of such pro
setting forth the amount of its capital cedure.
The liability of officers, directors, and
stock and the amount which had actually
stockholders of foreign corporations,
been issued.
By virtue of the Acts of the Legisla doing business within the State of New
ture, becoming effective October 1, 1923, York, is given by Section 114 of the new
the Business Corporation Law, in so far Stock Corporation Law, and subjects
as it was applicable to the formation and them to the same liabilities as the officers,
control of business corporations, has directors, and stockholders of the domes
been repealed. The business corpora tic corporations, for the making of (1)
tion is now formed under Sections 2 to unauthorized dividends; (2) unlawful
8 of the Stock Corporation Law. The loans to stockholders; (3) false certifi
restriction upon the amount of the cates, reports, or public notices; (4)
capital stock required for such a corpora illegal transfers of the stock and property
tion has been removed, and there is of such corporation when it is insolvent
now no minimum or maximum amount or when its insolvency is threatened.
Corporations having a capital stock
of such capital fixed by statute. The
requirement that at least one-half of its without nominal or par value were
capital stock be paid in within a year provided for by Sections 19 to 24e of the
no longer exists and the annual report old Stock Corporation Law, and in many
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instances these sections are obscure in
their meanings. The present law de
votes but one short section to corpora
tions of this type, Section 12. This
will cause, in the opinion of the writer,
many new corporations to be formed
having shares of stock without par value.
The methods and detail of the proce
dure of the voluntary dissolution of a
stock corporation without judicial pro
ceedings have been changed and are now
provided for by Section 105 of the Stock
Corporation law. This part of the law
simplifies this proceeding very materially.
From the foregoing we find that the
Stock Corporation law was amended by
repealing all of the existing sections
except the title, and substituting
therefor, an entire new statute in which
the provisions of the former law were
re-arranged and materially changed.
The entire Business Corporation Law,
with the exception of five unimportant
sections, was repealed and the provisions
thereof were substantially modified and
included in the new Stock Corporation
Law. Numerous sections of the General
Corporation Law were also amended
and many of its sections have been
removed and included in the new Stock
Corporation law.
The following is a summary of the
changes by sections, of the Business
Corporation Law: all but Sections 12 to
16, inclusive, repealed; General Corpora
tion Law, Sections 4, 5, 6, 31, 34, 37,
42, 60, 64, and 65 amended; Sections 1
to 9, inclusive and Sections 13 and 14
amended, such amendments to become
effective October 1, 1923; Sections 40,
61, 62, 63, 66, repealed. Sections 10, 11,
12, and 15 amended to be effective Octo
ber 1, 1923; Sections 15, 16, 16a, 23a,
24, 25, 220, 221, and 222 repealed, such
repeal becoming effective October 1,
1923; Section 12 amended to become
effective April 9,1923; Section 45 added,
to become effective April 9, 1923; Stock
Corporation law: repealed and re-enacted
in its entirety, effective October 1, 1923.

WELCH & HASTINGS, Certified Pub
lic Accountants, Paterson, New Jersey,
announce the opening of offices at 22
Washington Place, Globe Indemnity
Co. Building, Newark, New Jersey, with
Theodore A. Crane, C.P.A. as resident
partner. Mr. Hastings of this firm was
a former student and later an instructor
at Pace Institute, New York. Mr.
Theodore A. Crane is secretary of the
New Jersey Society of Certified Public
Accountants. He is a Pace Institute
man and for a time was on the staff of
Pace & Pace.
STEVENS & TREMBLE, accountants,
announce the opening of offices at
Suite 600, 120 Liberty Street, New York
City, where they will continue practice
as accountants and auditors. They will
also represent taxpayers before the
Bureau of Internal Revenue at Wash
ington, D.C. Elmer O. Stevens, C.P.A.,
of this firm, is a graduate of Pace
Institute, New York, and was for
several years a member of the faculty
and executive staff of the Institute.
Roland A. Tremble was formerly a
student at Pace Institute, New York.
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The Banker and the Accountant
(Continued from page 50)

report is not free from suspicion, is not
always unprejudiced, is prepared more
to coincide with the views of the client
than the actual facts, just so long will the
banker accept the unaudited statement.
While we are on the subject of pre
paration, I should like to say a few words
upon those items of the balance sheet
which probably attract a greater amount
of attention from the banker than all of
the other items which go to form a part
of the complete picture.
I refer to the quick, or current, assets,
as they are sometimes variously termed,
and the current liabilities. The reason
for this is that other factors, such as
character and capacity of management,
being favorable, they form the basis
upon which the banker may predicate
short time loans. The amount of such
loans is determined in large measure
by the quality and quantity of these
assets, their relation to each other, and
to the current liabilities and volume of
business transacted.
The quality of these assets is of the
utmost importance and should not be
minimized by the banker or accountant.
Quality is only ascertainable by close
analysis, and such analysis may result
in important modifications in book value
or classification in the balance sheet.
Unless the facts are ascertained and
properly presented, it is impossible for
the banker to draw proper conclusions
therefrom and losses may be incurred.
Losses sustained by reason of statements,
either actually false or misleading in
their nature, tend to discredit account
ancy as a profession and to shake the
confidence of bankers in the real value
of any statement.
Now as to Presentation. It is the
duty of the accountant to set forth the
facts concerning important items of
the balance sheet so clearly that the
banker can readily determine the degree
of their liquidity and the percentage of
realization that might be anticipated
under normal conditions.
If the facts are fully and properly
presented, their interpretation may be
safely left to the banker or credit man,
as the case may be. The presentation,
however, as I have stated before, rests
with the accountant.
It might be well to recite one or two
concrete cases having to do with the
form of presentation which will illustrate
the bankers’ viewpoint.
One is that of the consolidated balance
sheet. The instances are few where the
accountant presents the financial status
and earning power of the individual
companies, yet this information is of
the utmost importance to the banker
who must be assured that all of the
financing is being done by the parent
company, or, at least, in one form.
Otherwise, in the event of dissolution
for any reason, other creditors might
occupy a preferential position.
Again, in connection with security
issues, it has become customary to
include among the provisions of the
indenture certain restrictive clauses,

intended as safeguards to the investor,
which mature the obligations in the
event of default.
Those restrictive clauses to which I
refer are known as “ratio clauses” and
have to do with the maintenance of some
prescribed ratio between the current
assets and liabilities. In such a case, it
is important that the accountant present
the facts so that not only will the pro
visions of these clauses be set forth, but
also the margins by which these ratios
are being maintained.
If, therefore, the accountant will but
imagine himself for a moment in the
position of the banker, and ask himself
what he would want to know if he were
about to make a loan to the client whose
accounts he has under examination, he
would realize what facts should be
ascertained regarding the accounts and
the manner of presentation would be
very much simplified.
The auditor should not leave too much
to the imagination, but should state in
simple language just what he has done
to verify the values placed upon the
various assets, so that “he who runs may
read” or “he who reads may run” if
necessary.
There is still another phase of the
accountant’s report which impresses the
banker as requiring careful study and
attention from the accountant, and that
is, the need of standardization of the
form of the accountant’s certificate.
There appears to be too great an inclina
tion among some accountants to so
qualify their certificates that one won
ders just what responsibility the account
ant does assume and how much his
report may be relied upon.
The accountant should leave no doubt
as to the meaning of the certificate by
the use of vague phraseology. In fact,
it would seem to the banker that the
certificate constitutes one of the ac
countant’s most treasured possessions,
the use of which should be jealously
guarded at all times.
With control established over the
methods of preparation and verification
of balance sheets, it would seem possible
to devise a form of certificate which
would convey to the banker in unmis
takable language just what the certifi
cate means, and the banker is confidently
looking forward to this further develop
ment.
There is another point upon which I
would like to touch just briefly. That
is the extent of reliance which can be
placed upon the C.P.A. after an account
ant’s name.
The accountants’ reports which the
banker receives appear to be prepared by
accountants who fall into three general
classifications:
1st—Those who have obtained the
degree of certified public accountant in
this State.
2nd—Those who have obtained the
degree of certified public accountant
outside of this State.
3rd—Those who practice as public
accountants without having obtained
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the degree of certified public accountant.
We all know that the degree of certi
fied public accountant can only be
obtained in this State by passing rigid
examinations, but does this condition
prevail generally throughout the coun
try, and what means has been devised
to regulate the practice of your profes
sion in this State by those not so well
qualified.
We would also be interested in learn
ing what machinery has been set up by
your association for disciplining certified
public accountants who have not been
faithful to their trust.
In conclusion, let me express the hope
that you will welcome the desire for
closer cooperation and better under
standing as a means of furthering and
bettering both your work and ours.

Martin J. Hagermoser
MRTIN J. HAGERMOSER, stu
A
dent of Walsh Institute of Ac
countancy, Detroit, died of
pneumonia on January 4, 1924. Mr.
Hagermoser was in his eighteenth year.
He was graduated from the high school
of the University of Detroit in June,
1923. Upon graduation, he accepted a
position with the post office. Mr.
Hagermoser made up his mind to enter
the Accountancy profession, and enrolled
in Semester A of the Pace Course in
September, 1923. He took a keen in
terest in his work, and he will be missed
by all who knew him.

KENNETH FITCH, Pace Institute,
New York, has accepted, through the
Pace Agency for Placements, Inc., a posi
tion as ledger clerk with the Employers
Liability Assurance Co., 120 William
Street, New York City. Mr. Fitch was
formerly employed by the Nash Engi
neering Co., So. Norwalk, Conn.
JOHN PEGG, Class E-3406, Pace In
stitute, New York, has accepted a posi
tion as junior accountant with Town
send, Dix & Pogson, 280 Broadway, New
York City. Mr. Pegg was formerly
employed by Daniel Bacon, 24 Beaver
St., New York City.
D. H. KEUHNELIAN, former student
in the Day School Division, Pace Insti
tute, New York, has accepted a position
as voucher clerk with Crum & Forster,
110 William Street, New York City.
Mr. Keuhnelian was formerly em
ployed by the Borden Farm Products
Co., 110 Hudson St., New York City.
HAROLD J. HESS, Class G-3408, Pace
Institute, New York, has accepted,
through the Pace Agency for PlacementsInc., a position with the Consumers
Brewing Co., 55th St. & Avenue A, New
York City. Mr. Hess was formerly
employed by the Alco Gravure Corp.,
New York City.
F. T. LUNDQUIST, Class B-3314, Pace
Institute, New York, has accepted a
position of ledger clerk with the Em
ployers Liability Assurance Co., 120
William St., New York City. Mr.
Lundquist was formerly employed by the
Aetna Life Insurance Co., 100 William
Street, New York City.
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Accounting Technique

March, 1924

I should be sorry indeed to have you
continue to ‘purposely neglect tech
nique,’ if by technique is meant the
presentation of your work in accordance
with a reasonable work standard.”

HE completion of an assignment
of accounting work is often de
pendent upon the orderly marshal
ling of facts and their recording and
analysis in a precise and careful manner.
Federal Tax Matters
The ability to prepare working papers on
which the accountant’s analysis is made,
The attention of our readers is called
is, therefore, a prerequisite to success in
to two important matters embodied in
accountancy practice, whether public or
federal income tax laws in effect at the
private.
time of going to press of this issue of
Attention to technique in the prepara THE Pace Student which are fre
tion of solutions to propositions in the quently lost sight of in the preparation
class room and elsewhere is an incident of federal income and profits tax returns.
to the development of this very neces
The Revenue Act of 1921, under which
sary accomplishment. The viewpoint taxes are at the present time assessed,
of Pace Institute on this matter is well provides that special treatment may be
expressed in a letter written by Mr. accorded, in some circumstances, to the
Homer S. Pace in reply to remarks net profit resulting from the disposition
which were made by a student in the of capital assets. In brief, the total
Extension Division. The student’s let income is determined in the ordinary
ter is reproduced in part as follows:
manner. The net profit on the sale or
“A criticism has been made of lack of exchange of capital assets (that is, the
technique in my work, especially sug excess of all profits derived from such
gesting the use of a ruler. This I object sources over all losses sustained in con
to. I am Vice President of a railway nection with the sale or exchange of such
company, have had engineering training, assets) is determined and may be de
and need a knowledge of accounting; ducted from the total income. The tax
but dp not ever expect to hold an ac is determined in the ordinary way on
counting position. I therefore pur the resultant figure (i.e., total income
posely neglect technique and make my minus capital gain). A 12½ per cent.
answers as brief as possible, intending to tax is then computed on the amount of
show a knowledge of the question and the capital gain, and the two tax figures
answer. Time being at a premium is
the reason for this. If the successful
completion of the Pace Course requires
all the meticulous rulings and nomen
clature of the typical visionless book
keeper drudge it will never be finished
by me.”

T

Mr. Pace’s reply to the foregoing was
in part as follows:
“You state that you are an engineer,
and, therefore, I do not need to impress
upon you the need for the precise and
orderly solution of problems and pre
sentation of work. We certainly have
never taken an extreme position with
respect to technique, but naturally
must protest against work that is hastily
and carelessly done. There are many
places in which a free-hand ruling makes
a bit of work that otherwise presents a
good appearance appear careless. In
these instances, we believe that a student
should use some sort of ruler. A pencil
or the back of a book will answer in a
pinch.
My experience has been that engineers
and accountants who proceed in their
work along careful and accurate lines
make as much speed in the long run as
the person who makes apparent speed
at the cost of accuracy. I have no
patience with the over-meticulous worker,
and fully as little for the worker who
gives evidence in every line and page of
his work of a hasty and inaccurate
method of work.
You will agree with me in this position,
I feel sure. All we ask of you is that you
should exert yourself in every practicable
way to present your work in good
technical style. We urge this, not for
any selfish purpose of our own, but
because we believe the development of
such a practice will be beneficial to you.

are combined in order to determine the
total tax.
This method may result in the compu
tation of a tax lower than that which
would be obtained if the tax were
computed in the ordinary manner on
the aggregate income. There are several
limitations, however, which restrict the
use of the method which has been out
lined. Chief among these is the fact
that the law prescribes that the method
may not be used if the amount of aggre
gate tax resulting is not equal to 12½
per cent. of the total net income.
The second provision is that which
permits a taxpayer who has sustained a
loss in trade or business during a current
year to use that loss as a reduction of
profits made in the succeeding year
before determining the amount of tax
applicable to such second year’s profits.
In the event that the loss in the first
year is more than the profits of the
second year, the excess of such loss over
such profits may be carried over into the
third year and may be used to reduce the
profits of the third year for the purpose
of tax determination in that year.
Reference should, of course, be made
to the provisions of the law and to the
Regulations in applying the foregoing
to a specific tax return, and to any
amendments to the law which may
become effective subsequent to the date
of going to press of this issue

New Binders for Pace Texts
New binders for the text lectures in Accounting and Law may now be pur
chased at the cashier’s office, 30 Church Street, New York. The binders
have black, flexible covers, and may be used for texts, quizzes, and solutions.
Each binder will hold approximately thirty text lectures. Students will
find them a great convenience. The list price is $2.50.

Students of the Pace Courses in schools outside New York City will be
able to purchase these binders from the business offices of their respective
schools.

Students may have their text lectures punched for use in these new binders
by sending or bringing them to the New York Office.

Pace & Pace
30 Church Street

New York

